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Report on Unemployment Insurance 


The report of the committee of the United States 
Senate, composed of Senators Hebert, Glenn and Wag- 
ner, assigned in 1931 to investigate unemployment insur- 
ance systems in foreign countries and the United States, 
declares that some form of relief must be instituted “if 
we are to maintain that standard of living upon which 
we pride ourselves in the United States.” But the com- 
mittee is agreed that “any system of federal unemploy- 
ment insurance would be impractical if not undesirable,” 
and that a federal system would involve problems in this 
country which have not arisen elsewhere. 

Variation in working conditions in different industries 
and in the cost of living in different localities would in- 
volve fixing different rates of contributions and benefits. 
A federal system, the majority (Senators Hebert and 
Glenn) declare, would “bring into being a bureaucracy 
extending its activities all over this country such as we 
have never known.” Furthermore, they believe that fed- 
eral legislation would raise the question of constitu- 
tionality. 

Only two avenues of approach to the problem appear 
possible. Either reserves may be established voluntarily 
by employers and employes, or the various states may 
compel contributions. The ideal solution, the majority 
reports, would be a voluntary establishment of reserves. 
but experience convinces them that adequate reserves will 
not be forthcoming except by state compulsion. The 
several states, they declare, should fix a period during 
which reserves may be established voluntarily, and, if at 
the end of such period this has not been done, the states 
should enact compulsory unemployment insurance laws. 
If compulsory systems are established, the federal and 
state governments should contribute to the reserves by 
allowing business concerns to deduct from taxes some 
portion, if not all, of the sums paid in. The effect of this 
provision would be to equalize somewhat the difference 
between the cost of maintaining reserves in states having 
compulsory systems and that in states where such action 
is not made obligatory. In the hope that the states will 
take uniform action, the majority report recommends that 
the governors’ conference give the question consideration. 

Senator Wagner, in a minority report, definitely urges 
compulsory state legislation and supervision. The federal 
government, he believes, should lend encouragement by 
cooperating in the establishment of a nation-wide em- 
ployment service and by allowing employers to deduct 
from their taxes a portion of their payments into unem- 


ployment reserves. He insists that the present methods 
of relief should be abandoned because of their inad- 
equacy, inequality and uncertainty. He believes that 
“civilized men and women” should “organize intelligently 
to prepare today for the exigencies of the future.” 


“Clean Milk” for Chicago 


On June 20, 1932, Dr. Arthur E. Holt, of the Depart- 
ment of Social Ethics of the Chicago Theological Semi- 
nary, contributed a “guest editorial” to the Chicago Daily 
News on the question, “Does Chicago Want Clean Milk?” 
Dr. Holt points out that Chicago has been working to- 
ward a planned system of milk production and distribu- 
tion. “Twenty thousand of the farmers most accessible 
to the city had undertaken the work of supplying Chicago 
with the highest grade of milk available to any city in the 
United States. The milk shed has been standardized in 
equipment to the last barn and tested to the last cow.” 


Although the farm prices of milk have been reduced 
considerably, price cutting is still going on and Chicago 
is being offered “cheap milk” by independent producers 
and distributors, who “propose to ignore the present 
scheme of marketing altogether. . . . They propose to 
introduce cut-throat competition into a market which at 
great cost had been working toward some kind of a 
socially regulated and planned procedure.” 

Dr. Holt admits that an urban milk distributor can buy 
milk from farmers for as little as one or two cents a 
quart, “just as clothes can be produced in factories where 
girls are paid $1.00 a week. But when either milk or 
clothes are produced on a ‘sweat shop’ basis society simply 
plays a trick on itself. Those who encourage it are not 
public servants but public enemies. For a generation we 
have followed the leadership of those who have played the 
farmers and labor off against each other . . .” 

Dr. Holt’s conclusion is as follows: “One who abhors 
the introduction of unlimited competition into a process 
which is gradually working toward something better does 
not need to defend all that happens under the present 
system. There is in it much of selfishness. There are 
dealers, labor unions, . . . and farmers who have never 
had one thought beyond that of private profit, but as a 
whole it is so much better than the old unlimited competi- 
tion that its destruction is nothing short of a public 
calamity. Cut-throat competition was bad for labor, it 
was bad for the farmer, it was bad for the dealer. It has 
been bad in the past, it will be bad in the future.” 
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“Nema” Unemployment Benefit Plan 


On June 3, 1932, the National Electrical Manufactur- 
ers’ Association, composed of 300 companies furnishing 
from 80 to 90 per cent of the electrical products of the 
United States, announced the inauguration of an unem- 
ployment benefit plan. The plan is called “Nema” (de- 
rived from the first letters of the name of the associa- 
tion). It is estimated that the companies composing the 
association employ from 200,000 to 300,000 workers, in- 
cluding those of the General Electric Company which has 
been operating such a plan since August, 1930. 

The benefits apply to employes whose annual wage or 
salary does not exceed $2,500 and who have been in con- 
tinuous service for one year or more. The arrangement 
will go into effect in any works of any company when 
60 per cent or more of such employes in the works vote 
for it. 


The employes pay into a trust fund one per cent of 
their weekly or monthly earnings. These payments must 
continue for five years from the time each employe begins 
his payments, or for a shorter or longer period as de- 
termined from time to time by the board of administra- 
tors. But an employe is required to pay only so long as 
he receives 50 per cent or more of full-time weekly or 
monthly earnings. Each company pays into the fund an 
amount equal to that contributed by its employes. But 
if a company regularizes employment so that it can 
guarantee 50 per cent of the annual wage or salary of 
participating employes it does not have to make a con- 
tribution. However, the employes continue to pay their 
one per cent, which is set aside as a special fund for 
their benefit. 


If an employe leaves a company or dies, the amount 
to his credit, plus the average rate of interest earned by 
the special fund, is returned to him or his beneficiaries. 
If the employe has received a loan from the fund it is 
deducted from his balance. If the fund has a net oper- 
ating loss not accounted for by normal conditions, the 
employe’s share of the loss is prorated and deducted from 
his balance. If an employe resigns from the plan he 
receives no refund until he leaves the company’s employ. 
When an employe who leaves the company receives the 
amount due him, the company receives an equal amount. 


Of the amounts contributed by the employes and the 
company 3 per cent may be used to make payments to 
employes or former employes in need. These payments 
may be made only after investigation of the relative need 
by the administrators of the fund and in such amounts 
and for such periods as they decide. Twenty-seven per 
cent of the fund may be used for loans, but not exceed- 
ing $200 to any employe. These loans may be made with 
or without interest to employes who have contributed to 
the fund for 6 months. The remaining 70 per cent is to 
be used for unemployment benefits to those employes who 
have contributed 6 months. 

Each plant or works has its own fund and the admin- 
istrators may define unemployment. The plan, however, 
contains a suggested definition, according to which unem- 
ployment begins when an employe is temporarily laid off 
and ceases when an employe is offered work by the com- 
pany which he is able to perform and at a wage rate 
normally paid for such work. His earnings at such work 
must be at least 50 per cent of his average full-time 
normal earnings and not less than his weekly unemploy- 
ment benefit. If he engages temporarily in work outside 
the company he may receive part-time unemployment 


benefits on investigation and approval by the administra- 
tors. 

No benefits are paid for the first two weeks of unem- 
ployment, but thereafter an employe receives payments 
approximating 50 per cent of normal average earnings for 
full time, but in no case more than $20 per week. The 
period during which benefits are received is determined 
by the administrators, but in no event can it be more than 
10 weeks in any 12 consecutive months except during a 
period of “emergency” (prolonged) unemployment when 
benefits are paid for such time and in such amounts as 
the administrators determine. Part-time unemployment 
benefits are paid when an employe within a period of 13 
weeks has lost time equivalent to 2 weeks normal full 
time. He then receives an amount equal to the difference 
between his wage or salary and the maximum he would 
be entitled to as unemployment benefits. 


When, as a result of lay-offs and part-time work, 
unemployment benefits amount to 2 per cent or more of 
the normal average weekly earnings of all the employes 
participating in the fund, the administrators must notify 
the company and the normal payments by the employes 
and the company cease. Thereafter emergency contribu- 
tions are made by the company and the employes who 
have work yielding 50 per cent or more of their normal 
average full-time earnings. The levy on the employes is 
one per cent of their earnings, including all the clerical 
and supervisory staff and all officers of the company 
connected with the plant where emergency unemployment 
exists. The general and district, commercial, general 
manufacturing, engineering, and administrative employes 
of the company not on the payroll of a plant where 
emergency unemployment exists must contribute such 
proportion of one per cent of their earnings “as is deter- 
mined by the ratio of the number of participating em- 
ployes of the works at which an emergency exists to the 
total number of eligible employes of all works of the 
company.” The company, as in other cases, contributes 
an amount equal to that contributed by the employes. 
Emergency unemployment contributions cease as soon 
as weekly unemployment benefits are less than 2 per cent 
of the normal weekly average earnings of participating 
employes. 

The company creates the trust and selects the trustee 
or trustees who must invest the fund in obligations of 
the federal, state, county, or city governments, none of 
which may have a maturity of over five years from the 
date of purchase. The trustee or trustees may pay out 
money only on the order of the administrators of the 
fund. The company bears the expense of the administra- 
tion of the fund for 2 years, after which expenses are 
borne in accordance with an agreement reached between 
the company and the administrators. 

The administrators of the fund in each plant are a 
board of not less than 4 nor more than 16 persons, one- 
half of whom are elected by the participating employes 
and the other half appointed by the president of the 
company. No action may be taken except by concurrent 
vote of a majority of the whole board. Accounts of the 
fund must be audited annually. 

After 2 years the administrators may decide, on the 
basis of experience, whether changes should be made in 
the amounts collected and paid out. The plan may be 
modified in other respects at any time by a two-thirds 
vote of the administrators, but amendments take effect 
only after action at three meetings of the board. 

If the federal government or any state government en- 
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acts a law providing unemployment benefits as the result 
of which the company decides that it is not good policy to 
continue contributions to the fund, the company may 
withdraw after 400 days’ notice, the trust ceases and the 
fund is divided between the company and the employes. 
However, if 60 per cent of the employes vote to continue 
the trust without the support of the company they may 
do so. If two-thirds vote to abandon the plan each 
employe receives the same amount as he would if he left 
the employ of the company. 


Reports of the Federal Land Banks 


During the year 1931, the 12 federal land banks made 
mortgage loans to 10,898 individuals totaling $42,015,300. 
Since their organization in 1916 loans have been made to 
523,094 persons. The total amount of money loaned 
during the period was $1,659,932,314, a small part of 
which has been repaid. 

Mortgage loans are made through local associations 
of farmers organized on cooperative principles. The 
report for 1931, which was printed only recently, reveals 
that there has been a decline both in the volume and the 
number of loans in force during the last few years. It is 
stated that these trends are due principally to unfavorable 
agricultural conditions. The banks may loan money only 
on first mortgages in amounts which do not exceed 50 
per cent of the appraised value of the land and 20 per 
cent of the appraised value of the permanent insured 
improvements. They must give preference to loans of 
$10,000 or less and may not make a loan in excess of 
$25,000. 


Farm Population Still Gaining 


The annual estimate of the farm population in the 
United States made by the Division of Farm Population 
and Rural Life Studies of the U. S. Department of 
Agriculture indicates that during the year 1931 the farm 
population made a net gain of 648,000. The annual esti- 
mate is based upon reports from numerous correspond- 
ents residing in representative townships of the United 
States. It has been made over a period of more than 10 
years and has been reconciled with the agricultural 
censuses of 1920, 1925 and 1930. 

On January 1, 1932, the total farm population was 
estimated to be 31,260,000 persons. It was also estimated 
that during 1931, 1.472,000 persons left farms for towns 
and cities while 1,679,000 persons moved to farms. The 
surplus of births over deaths on farms was 441,000. 
making a net gain of 648,000. 

The estimates of the Department of Agriculture indi- 
cate that the farm population lost steadily between 1920 
and 1930. It is entirely probable that the loss has been 
going on since 1910, but the 1920 census was the first 
which made a separate enumeration of the farm popula- 
tion. The gains made during the years 1930-1932 are 
undoubtedly a reflection of urban industrial conditions. 
The farm has once more become a refuge for many per- 
sons unemployed. 


The movement to the farms is receiving considerable 
public attention. In the New Republic (New York) for 
June 29, 1932, an editorial states that “nothing is more 
pitiful than the simple faith of city folk that any unem- 
ployed man could sustain himself and his family by being 
placed on land... .” A few reports indicate that urban 
industrial leaders and even urban social workers are 
encouraging the urban unemployed to go to the country. 
We have had information from one southern city which 
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indicates that certain leaders there have endeavored to 
figure how much it would cost to transport unemployed 
families to the country, purchase land and build homes 
for them and get them started in agriculture. 

The farm population is generally resentful of organ- 
ized back-to-the-land movements, as editorials quoted in 
INFORMATION SERVICE of September 3 indicate. There 
is a feeling among rural groups that, because most of the 
wealth of the United States is concentrated in cities, the 
burden of unemployment relief should be borne by the 
cities and not be transferred to county governments or 
to the unorganized charity of farm families, all of whom 
have been seriously affected by the economic situation. 

In the state of New York it is the policy of the relief 
administration to permit city and county departments of 
welfare to maintain families on the land on a relief basis. 
These families have usually been placed on abandoned 
farms, and advances are made for tools and seed to 
permit them to grow all or a portion of their food. 


A Wage Decision in Colorado 


In June, 1932, the Colorado Fuel and Iron Company 
notified the Colorado Industrial Commission of its inten- 
tion to reduce wages still further among its coal miners. 
The company represented that the proposed reduction of 
15 per cent was necessary because 50 per cent of its 
coal is used in its steel plant, which competes with 
Eastern steel plants where wages have been reduced 15 
per cent. It also stated that no market for its coal 
exists in Denver because lignite produced in northern 
Colorado is cheaper and has the advantage of lower 
freight rates. Furthermore, the company said, the com- 
petition of non-union coal fields in Arkansas, Oklahoma 
and other states, makes it impossible to sell its coal in 
many places where it sold in former years. It has more 
employes than jobs and many of its mines are shut down. 
If it is to continue to operate, the company states, wages 
and salaries will have to be reduced 15 per cent, except 
among the employes of the Colorado and Wyoming 
Railway Co. (a subsidiary company), who are members 
of the railroad brotherhoods. 

A petition signed by 695 of the company’s employes 
protested against a reduction in wages, on the ground 
that they were unable to earn a living under existing 
wage rates. Many stated that they earn only from $25 
to $55 per month, a statement borne out by the commis- 
sion’s investigation, which also showed that a large ma- 
jority of the employes were married men having from 
2 to 6 children and that many were in debt to the com- 
pany store. 

The commission admitted that “a reduction in the 
wages of the employes of the steel plant might possibly 
be justified,” but could not see “any reason for or justice 
in” the proposal to reduce the wages of the employes in 
the coal mines 15 per cent. It commented as follows: 
“We can not understand how they can live if the pro- 
posed reduction in the wage scale is put into effect.” 

Since the company is the largest coal producer in 
Colorado, its action would be followed by other com- 
panies, and, indeed notice of such prospective action had 
already been received by the commission. The condition 
of the coal miners, the commission declared, “is deplor- 
able and will be much worse when this reduction is put 
into effect; slowly the coal miner is being driven into 
industrial slavery. If the coal companies would make an 
effort to stabilize coal prices and would discontinue the 
cutting of prices, it would seem to us that they could pay 
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a living wage to their employes, and, in a measure, 
lighten the human price of coal. 

“The employer informs the commission that the 15 
per cent reduction includes the executive officers of the 
company as well as the men employed in the mines. We 
do not believe it is fair or just to reduce the wages of 
the men receiving less than a living wage and then 
reduce the salaries of the executive officers only in the 
same per cent. The officers are undoubtedly receiving 
large salaries and if the company wishes to reduce ex- 
penses we would suggest that it should first reduce the 
salaries of those men who can stand a reduction of a 
much larger per cent than the men who are not making 
a living wage.” 


A Man Without a Country 


In these days of restrictions on the movement of 
population the person without passports is in a pitiful 
plight if citizenship is denied because of political beliefs. 
The case of Stanislaus Rabachimski who arrived in New 
York on August 22, 1932, as a stowaway illustrates some 
of the difficulties. 

Rabachimski was born in Kiev, Russia, 23 years ago. 
His father was killed during the Russian revolution. 
Rabachimski fled with his mother to Budapest, where he 
lived until she died in 1925. Two brothers and two sisters 
remained in Kiev. Rabachimski was not allowed to 
return to Russia to visit his brothers and sisters because 
he is not a Communist. He then started to walk through 
Europe to find some place where he would be allowed 
to make a home for himself. He declares that he tried 
Austria, Rumania, Switzerland, Germany, Holland and 
England without success, and that he spent six weeks in 
jail in England because he had no identification papers 
and was rated as a vagrant. In the other countries when 
he was not in prison he worked as a laborer at odd jobs. 
When he arrived in New York he was sent to Ellis Island 
for a hearing and it is reported (New York Times, Au- 
gust 23, 1932) that he will probably be deported. 


Kreuger’s Methods 


Among the numerous magazine articles and newspaper 
dispatches dealing with the amazing career of Ivar 
Kreuger one of the most discriminating is that appearing 
in the August Atlantic (Boston) written by T. G. Bar- 
man, Stockholm correspondent of the London Times. 
It is quoted here because of what it reveals of the ethics 
of modern finance. 

Although Kreuger was an international figure making 
loans to governments, many important matters in his 
financial affairs are still unknown. He seems to have 
been practically free from all control. Mr. Barman says 
that as yet the police and the accountants advising them 
“do not know how far back the accounts have been 
manipulated. They do not know exactly how the money 
has been lost. They may never know the real motives 
which actuated Kreuger.” 

With reference to the manipulations of accounts there 
is the following illuminating passage : 

“Most companies manipulate their accounts in one way 
or another, not in any criminal sense, but with a view 
to avoiding income tax, or to mislead competitors, and 
so on. It would be futile to criticize Kreuger for this. 
It is the system itself which is at fault and which must be 
condemned. One hears it said that the mere fact that 
Kreuger had established such a large number of secret 
subsidiaries should have been sufficient to show he was a 


swindler. Any assumption of this kind is ridiculous. 
Many financial and industrial companies of the highest 
reputation have established secret subsidiaries in Liech- 
tenstein, Holland, Switzerland, Luxemburg, and other 
places, with a view to avoiding taxation. As long as 
public opinion the whole world over tacitly sanctions— 
nay, positively approves—two standards of financial mor- 
ality, one for the income-tax collector and one for the 
shareholder, it would be absurd to criticize Kreuger for 
doing what the majority of public companies are doing 
and are being praised for doing.” 


Civil Liberty in 1931-1932 


The report of the American Civil Liberties Union for 
1931-1932 summarizes the situation in regard to civil 
liberty during the past year. Thirteen cases are now on 
appeal in the courts. These involve such varied questions 
as the right of atheists to testify in court in certain states, 
the issues of the Scottsboro case, the deportation of 
radicals, the refusal of citizenship to Socialists, and the 
conviction of Communists on charges of sedition. The 
11 defense cases which are still awaiting trial in the 
courts include that of the 27 Communists arrested in the 
famous Bridgman, Mich., raid in 1922. The Union lists 
27 definite “gains” during the year in court decisions, 
legislation and administrative action, and 34 “set-backs” 
in court cases, administrative decisions and violence, 
whether official lawlessness or mob violence directed 
against radicals. The latter has been more prevalent 
during the past year than for a long time previously. 
While many cases of “arbitrary and unwarranted action 
by the police” occurred all over the country the Union 
finds that in view of “the extent of unemployment, 
misery and starvation, it is remarkable that so few radi- 
cal demonstrations took place and that when they did, 
so few were interfered with” by the police. 


Russian Farm Collectivization 


An Associated Press dispatch appeared in New York 
newspapers on September 5, 1932, giving information 
regarding a recent decree designed to “create a stable 
land ownership in collective farms” in Russia. The main 
provision seems to be that peasants who once enter a 
collective farm may not regain the land they contributed 
to the enterprise. 

Recently reports have indicated that in certain areas 
peasants have been abandoning collectives and returning 
to small farms and individual production. The new 
decree aims to prevent a movement back to individual 
operation. It does not forbid peasants to take up small 
farms but permits them to go only to land known as 
“free state areas.” These areas are stated to be a great 
distance from the collective farms and this “will act as 
a deterrent on those who otherwise might consider re- 
turning to individual farming.” 

It is stated that considerable dissatisfaction exists 
among the peasantry because there is a shortage of the 
goods which rural families wish to buy. 


This brief news item is probably very significant of the 
relation between the urban proletarian dictatorship and 
the peasantry. The importance of the peasant in Russian 
affairs is frequently overlooked. It appears, however, 
that the issue of the Russian experiment will be deter- 
mined in large part by the attitude of the peasantry to- 
ward it and the extent to which the peasantry will modify 
traditional agricultural modes of living. 
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